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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	Please insert your completed assignment ( in word format)  here:

1.1 Project management is all about optimizing the use of available resources and balancing priorities of multiple stakeholders. Everyone with experience in project management knows some of the basic variables, such as time, budget and personnel. For a high-level view of complex projects, however, it’s important to make risk management a part of your decision-making process.
Here are the processes for managing project risk.
· Plan Risk Management: This process describes how you intend to plan, execute and control risks.
· Identify Risks: The Identify Risks process documents all risks and opportunities and their characteristics in a risk register.
· Perform Qualitative & Quantitative Risk Analysis: These two processes assess the impact and likelihood of identified risks and then quantifies their value numerically.
· Plan Risk Responses: As the name suggests, we need to respond to opportunities and threats. Responses may include preventing, transferring and mitigating.
· Implement Risk Responses: This is the new process belonging to the Executing Process Group in the 6th edition of PMBOK which deals with implementing risk responses.
· Monitor & Control: Once the project is underway risks need to be monitored and managed proactively via this process.

1.2 Risk holder’s tolerance is essentially how much risk one is willing to take on where their investments are concerned. With any type of investment, there is always risk, but how much risk one is able to withstand is their risk tolerance. For example, if you have a low risk tolerance, you may sell your stocks the very first time they start to dip. Or, if you like to live on the risker side of things, you may ride through very volatile times just to see how much money you can make. From a business standpoint, many times you make investments perhaps in stocks or bonds, or even in another company that provides a service to you. Each time you invest you are essentially making a decision on how to handle the company's financial assets. Because businesses do not know for certain how things will turn out, they are taking a risk.

1.3 As the name suggests, risk identification is the act of identifying negative and positive risks that impact an objective. For example, suppose you are planning a holiday in the Bahamas. After spending several thousand dollars, you've bought the tickets and booked your rooms in a luxury resort. A couple days before taking the flight, a hurricane hit the Bahamas and all resorts are closed. Your holiday is cancelled and now you're looking for refunds and an alternative holiday location. This situation could have been avoided if you knew when hurricane season was. So, in this case: Risk Identified: Hurricanes

1.4  Qualitative Risk Analysis at its simplest involves only a description of the obvious project risks; in some circumstances risk identification may be all the risk analysis that is required, in other cases more in-depth analysis will be warranted. Risk analysis is qualitative and comprises qualifying and prioritizing the risks that have been identified in terms of likelihood and impact on the construction project undertaking. Each risk must be allocated to an owner who has an understanding of the risk, an interest in its resolution and the ability to lead the analysis and all further activities on managing it. For very large projects this may require the appointment of a full-time risk manager who is able to devote all or most of their time to ensuring that a strategy exists for all project risks and that it is regularly reviewed. Qualitative risk analysis is one process of assessing the impact and likelihood on the identified risks. This process prioritizes the risks according to their potential effect on the project objectives and is one way to determine the importance of addressing specific risks and guiding appropriate risk responses. The time criticality of risk-related actions may also magnify the importance of a risk and how this is addressed. An evaluation of the available information on a regular basis can also help to modify the assessment of the risk.

1.5 A decision tree is a graph that uses a branching method to illustrate every possible outcome of a decision. Informally, decision trees are useful for focusing discussion when a group must make a decision. As far as risks are concerned, decision tree, is about making decisions when you’re facing multiple options concerning risks. Decision trees provide a formal structure in which decisions and chance events are linked in sequence from left to right. Decisions, chance events, and end results are represented by nodes and connected by branches. The result is a tree structure with the “root” on the left and various payoffs on the right. Probabilities of events occurring and payoffs for events and decisions are added to each node in the tree. This method may be used to determine lease-or-purchase equations, buy versus- build scenarios, or whether to use in-house resources rather than outsourcing the project work.

1.6 Risk response is the process of developing strategic options, and determining actions, to enhance opportunities and reduce threats to the project’s objectives. A project team member is assigned to take responsibility for each risk response. This process ensures that each risk requiring a response has an owner monitoring the responses, although the owner may delegate implementation of a response to someone else. The response(s) to a given risk should reflect the risk type, the risk assessment (likelihood, impact, criticality) and the organisation’s attitude to risk. There are a number of possible responses to risks and as risks can be threats or opportunities these include responses that are suitable for potential opportunities.

1.7 Risk acceptance is the assumption of a risk, typically because its risk-reward profile is attractive and within your risk tolerance. In general, it is impossible to make gains in business or life without taking risks. As such, risk acceptance is a common risk treatment. The following are a few examples:
1. Investing - Most investments involve some level of risk. 
2. Insurance - The entire insurance industry is based on assuming risk for a fee.
3. Derivatives - Derivatives are contracts that derive their value from an underlying entity such as exchange rates. They are often used to transfer risk between businesses for a fee.
4. Projects - Projects are an investment that a business makes to achieve its goals such as launching new products or services. Projects involve risks such as the potential for cost overruns.

1.8 Risk transfer is the assignment of a risk to a third party using a legal agreement. The following are common examples:
1. Insurance - An insurance policy transfers a specific set of risks such as the fire and flood risk for a particular asset.
2. Derivatives - A derivative is a financial product that derives its value from the value of an underlying entity such as an asset or interest rate. They are often purchased by businesses as a hedge against financial risks such as exchange rate risk.
3. Outsourcing - Outsourcing a project or process typically transfers a variety of risks to a partner. Such transfers are specified in contract terms. For example, penalties may be put in place that are triggered if a project or process doesn't meet a set of minimum requirements.
Other examples are: warrantees, guarantees, fixed-price contracts and so on.

2. Business risk comes in a variety of tangible and intangible forms over the course of the business life cycle. Some risks occur during the ordinary course of business operations, while others are due to extraordinary circumstances that are not easily identified. Businesses can choose to manage risk through mitigation or reduction. Mitigating business risk is meant to lessen any negative consequence or impact of specific, known risks, and is most often used when business risks are unavoidable. For example, an automaker mitigates the risk of recalling a certain model by performing research and detailed analysis of the potential costs of such a recall. If the capital required to pay buyers for losses incurred through a faulty vehicle is less than the total cost of the recall, the automaker may choose to not issue a recall. Similarly, software companies mitigate the risk of a new program not functioning correctly by releasing the product in stages. The risk of capital waste can be reduced through this type of strategy, but a degree of risk remains.

3. Risk Identification is an ongoing and continues activity that takes place during the Risk Management Process and throughout the life-cycle of a project. Project Risk identification is the most important process in the Risk Management Planning. Risk Identification determines which risks might affect the project and documents their characteristics. There are some specific tools and techniques for identifying risk as listed below:
Documentation Reviews
A structured review may be performed of project documentation, including plans, assumptions, prior project files, and other information. The quality of the plans, as well as consistency between those plans and with the project requirements and assumptions, can be indicators of risk in the project.
 
Information Gathering Techniques
I worked on a project where we spent three days planning the project. We engaged several experts in our technology to help us with the Information Gathering Techniques. This helped the project a lot since we (the project team) were not experts at the time of the project. They were very helpful in the brainstorming and Delphi techniques. During each following phase of the project, the Risk list should be looked at to see if any further risks have been identified.
 
Examples of information gathering techniques used in identifying risk can include:
 
· Brainstorming. The goal of brainstorming is to obtain a comprehensive list of project risks. Our project team performed the brainstorming with a multidisciplinary set of experts not on the team. Ideas about project risk are generated under the leadership of a facilitator. Categories of risk such as a risk breakdown structure can be used as a framework.  (see earlier post) Risks are then identified and categorized by type of risk and their definitions are sharpened.
· Delphi technique. The Delphi technique is a way to reach a consensus of experts. We used Project risk experts as well as Technology experts to participate in this technique anonymously. A facilitator uses a questionnaire to solicit ideas about the important project risks. The responses are summarized and are then sent back to the experts for further comment. Consensus may be reached in a few rounds of this process. The Delphi technique helps reduce bias in the data and keeps any one person from having undue influence on the outcome.
· Interviewing. We also interviewed experienced project participants, stakeholders and subject matter experts to identify risks. Interviews are one of the main sources of risk identification data gathering.
· Root cause identification. This is an inquiry into the essential causes of a project’s risks. It sharpens the definition of the risk and allows grouping risks by causes. Effective risk responses can be developed if the root cause of the risk is addressed.
· Strengths, weaknesses, opportunities, and threats (SWOT) analysis. This technique ensures examination of the project from each of the SWOT perspectives, to increase the breadth of considered. Our project team used this technique to more fully examine the risks that had been identified.
· Checklist Analysis. Risk identification checklists can be developed based on historical information and knowledge that has been accumulated from previous similar projects and from other sources of information. This means you have to record project information at the end of the project to build the historical database. The lowest level of the risk breakdown structure can also be used as a risk checklist. While a checklist can be quick and simple, it is impossible to build an exhaustive one. Care should be taken to explore items that do not appear on the checklist. The checklist should be reviewed during project closure to improve it for use on future projects.
· Assumptions Analysis. Every project is conceived and developed based on a set of hypotheses, scenarios, or assumptions. Assumptions analysis is a tool that explores the validity of assumptions as they apply to the project. It identifies risks to the project from inaccuracy, inconsistency, or incompleteness of assumptions.
· Diagramming Techniques. Risk diagramming techniques may include:
· Cause-and-effect diagrams. These are also known as Ishikawa or fishbone diagrams, and are useful for identifying causes of risks. We used these frequently in projects.
·  System or process flow charts. These show how various elements of system interrelate, and the mechanism of causation. Seeing the flow sometimes triggers someone to identify a risk that may have slipped through the cracks.
·  Influence diagrams. These are graphical representations of situations showing causal influences, time ordering of events, and other relationships among variables and outcomes.
 
You can never spend too much time in identifying risks. After the list is made, qualitative and quantitative analysis is done to figure out which risks you spend time and/or money on. 
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